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Briefing Topics

 DMLSS - DoD’s award winning Electronic 
Business / Electronic Commerce (EB/EC) Program

 The successful DoD EB/EC and DMLSS partnership

 DMLSS a great investment in DoD EB/EC funding



DMLSS Wins 
1997 Government Information 

Technology Services Award
For

Electronic Government

6 October 1997

 Only Eight Federal Govt 
Programs Recognized

 Only DoD Program 
Receiving 1997 GITS 
Award

 One of two awards in 
1997    for innovative 
EC/EDI

Recognized by 
Government 
Information Technology 
Services Board for 
leadership and 
achievements in  
promoting electronic 
government

An award based on measurable benefitsAn award based on measurable benefits



DMLSS Prime Vendor EB/EC Recognition

 1997 Government Information Technology Services Award For Electronic 

Government

 1997 Government Technology Leadership Award

 1998 Federal Computer Week’s Federal 100 Award

 1998 ComputerWorld Smithsonian Award For Innovative Technology

 1998 Vice President Gore’s National Performance Review “Hammer Award”



Awards Won By Defense Supply Center 
Philadelphia (DSCP)

PUBLIC SERVICE
EXCELLENCE AWARD

The Public Employees Roundtable
1995

INNOVATIONS IN
AMERICAN GOVERNMENT

Ford Foundation/ 
Harvard University

1995

HAMMER AWARD
Vice President Al 

Gore
1995, 1996, 1997  

GOLD MEDAL
Federal Executive Board

Excellence in Government  Awards
1993

SUPERIOR MANAGEMENT 
AWARD 

(Electronic Commerce)
Secretary of Defense

1992

COMMANDER’S AWARD
Walter Reed Army Medical Center

for Civilian Service
1993

EDI BENCHMARKING SYNDICATE
Fortune 500 Companies

Sole Government Participant
1992, 1993, 1994

1992

1993

1994

1996

1995

1997

1998



DMLSS Organization - The Key to 
Successful Business Process 

Reengineering

DMLSS Program
Manager

DMLSS Program
Manager

Defense Logistics
Agency

Defense Logistics
Agency

DSCP - MedicalDSCP - MedicalService Logistics
Chiefs

Service Logistics
Chiefs

DSCP CommanderDSCP Commander

Assistant Secretary Of Defense
Health Affairs

Assistant Secretary Of Defense
Health Affairs

Deputy Under Secretary 
of Defense (Logistics)

Deputy Under Secretary 
of Defense (Logistics)

EB/EC Partners
• DoD CIO
• DoD Comptroller / DFAS

EB/EC Partners
• DoD CIO
• DoD Comptroller / DFAS



Former Secretary of Defense 
William J. Perry DMLSS - Best Example of 

Successful Outsourcing in DoD

Outsourcing: The purpose of the Department’s outsourcing initiative 
is to sustain or improve readiness, generate savings for 
modernization, and improve the quality and efficiency of support to 
our men and women in uniform. It involves the transfer of a function 
previously performed in a government facility to an outside, private 
sector provider. Doing so offers us significant opportunities to 
generate savings and perform tasks more efficiently. For instance, a 
system in which medical suppliers deliver products directly to 
their DoD customers, rather than to a warehouse for storage 
and subsequent distribution, has cut delivery time by 75-90 
percent and cut costs to taxpayers by 25 to 35 percent. There 
are, of course, limits. The Department will not pursue outsourcing 
activities that compromise our core warfighting missions.

A quote from Secretary of Defense William J. Perry’s report to Vice President Al Gore on 
the status of reinvention efforts - Basis for the Vice President’s September 1996 report 
to President Bill Clinton on the status of the National Performance Review.

Vice President’s Report: The Best Kept Secrets in Government



Medical Logistics Business Area Is 
Big Business

Annual Purchases
of $2.25B

Maintaining an Investment
of $18.1B

$14.4B of Facility Replacement Costs
(66.1M Square Feet)

$1.4B Deployable
Medical Units

$2.3B MTF
Equipment Value

$700M 
MTF Pharmacy

$600M 
Med-Surg/Other

$300M 
TRICARE Pharmacy

$200M 
Equipment Purchase

$300M 
Facility Maintenance

$150M 
Deployable 

Units Supply/
Equipment



Defense Medical Logistics Standard 
Support (DMLSS) Business Area

 Dramatically improve the responsiveness of medical 
logistics support

 Implement business innovations that significantly 
increase effectiveness of logistics support while reducing 
costs

 Develop a high-quality, integrated medical logistics 
automated system for use by all Army, Air Force and 
Navy forces in both peace and war*Material*   *Facilities*   *Equipment & Tech Mgmt*   *Group Purchasing at DSCP-Medical*



DMLSS - Reengineering A Great Return 
on Investment F91 Through FY98

BENEFITS COSTS

$948M

$174M

            
•  $429M Reduction in 
Wholesale Inventory
•  $130M Reduction in
       MTF Inventory
•  $389M Reduction in

Cost of Drugs   
   Plus
•  Delivery in 24 Hours
•  95% Availability

Benefit to Cost Ratio
5.4:1

“For every $1 DMLSS needed, 
$5.40 has been realized”

            
•  $138M
DMLSS Retail
•    $36M
DMLSS Wholesale



Manufacturers/
Distributors

Local Purchase Items
High Cost Bill Paying

Depot-Stocked Items

Prime Vendor or ECAT Hospital

2.5% 

FuturePresentPast

Low Cost
Bill Paying

Prime Vendor
80%

2.5%

Credit Card 
15%

(Evolving 
to ECAT)

Reengineering Materiel 
Procurement

In Medical Logistics



DMLSS Reengineering 
Projects

Prime 
Vendor

MHS Customer MHS Warehouse DoD Depot Commercial Vendor

New

OldOldOld

New

ECAT Ordering Through 
DLA Electronic Catalogs

Streamlined
Financial
Interface

NOW:               6 systems  x   40 transactions   x   35 data elements  = 
8400 Variations
PROPOSED:    1 system    x     4 transactions  x   16 data elements   =  
   64 Variations                                               
...  a 98% Drop in Complexity With No Loss of Function!

Universal
Product 
Number

UPN

1 Item = 1 
Number

1 Item = 100 Numbers1 Item = 100 Numbers



Communicating With Prime 
Vendor 

Trading Partners In Peace 
and War



Prime Vendor Business Practice - 
The Highest Payback Area For DMLSS

Hospital Customer Manufacturing

12 - 48 Hours

Order to Receipt

Order to Receipt Time: 20 Days to 1 Day
Days of DoD Inventory: 380 Days to 10 Days

Cost of Materiel: 15% Reduction

90 Days

Before

Prime Vendor

12 - 24  Hours

Order to Receipt

Reengineered

Inventory:  20 Days 30 Days

Hospital Customer

30 Days

7 Days

Manufacturing

30 Days

Hospital Warehouse DoD Depot

20 Days

90 Days 270 Days

Inventory:  10 Days NDCs

UPNs



EDI Key To Government/Industry 
Partnership

(One Hour Order To Confirmation)

250 DoD
Medical

Treatment 
Facilities

250 DoD
Medical

Treatment 
Facilities

 Pharmacy Distrib
utors

Med / Surg Distributors

EDI

Amerisource (McKesson)
Bergen Brunswig
Bindley Western/Kendall
Dakota Drug
McKesson

Allegiance (Baxter)
Colonial Healthcare (BB)
Durr Medical (BB)
Kreisers
Midwest Medical
Owens & Minor
Pacific Criticare
United Medical

Direct
Connect

Direct
Connect

DLA 
EB/EC
Hub

DLA 
EB/EC
Hub



Prime Vendor Order And Bill 
Payment Process

Military Treatment
Facility

Defense Supply 
Center Philadelphia

(DSCP)

850 Orders

855 Confirmations

MILSTRIP
AOE/YRZ

81
0 

In
vo

ic
e

Defense Finance and 
Accounting Service 

(DFAS)

SAMMS

Electronic
Funds

Transfer

Service’s
Finance Systems

Service’s
Finance Systems

Prime Vendors
Sum

m
ary Receipt

MILSBILLS



DMLSS EC/EDI Technical Solution

Sterling’s Gentran software

EDI
Translation

EDI
Translation

Intelligent
Agents

Intelligent
Agents

DMLSS
Medical Logistics

Applications

DMLSS
Medical Logistics

Applications

Communication
Scripts

Communication
Scripts

M
T
F

F
I
R
E
W
A
L
L

M
T
F

F
I
R
E
W
A
L
L

Trading 

Community

Electronic
Commerce
Electronic
Commerce

VAN
s

Dire
ct

Intern
et

Supports both PV and DFAS EC/EDI

Gentran Software

DMLSS Server



DMLSS Reengineering 
Projects

Prime 
Vendor

MHS Customer MHS Warehouse DoD Depot Commercial Vendor

New

OldOldOld

New

ECAT Ordering Through 
DLA Electronic Catalogs

Streamlined
Financial
Interface

NOW:               6 systems  x   40 transactions   x   35 data elements  = 
8400 Variations
PROPOSED:    1 system   x     4 transactions    x  16 data elements   =  
   64 Variations                                               
...  a 98% Drop in Complexity With No Loss of Function!

Universal
Product 
Number

UPN

1 Item = 1 
Number

1 Item = 100 Numbers1 Item = 100 Numbers



Paying The Bill: 
DMLSS - DFAS Partnership







Defense Medical
Logistics Standard 
Support Program

S
ta

n
d

a
rd

 F
in

a
n

ci
a
l

T
ra

n
sa

ct
io

n
s

STARFIARS
- MOD

One Medical
Logistics System ... 

  4 Standard Transactions, 
16 Standard Data Elements,

One Common Format ... 

Migration 
Systems 

Compatibility ... 

STARS-FL

STANFINS

NOW:               6   x   40   x   35   =   8400 Variations
STREAMLINED:      1   x    4   x   16    =      64 
Variations

NOW:               6   x   40   x   35   =   8400 Variations
STREAMLINED:      1   x    4   x   16    =      64 
Variations

A Dramatically Improved DoD 
Business Process:

DMLSS-DFAS Streamlined Interface

98% Reduction in Complexity With No Loss of 
Function!



DUSD(L), OUSD(A&T), and DOD 
COMP

Sponsored DMLSS Project 
Proposed Policy - Transaction Record 

Keeping 

Line by Line 
Accountability

Commit - Obligate - Pay

100%

5%
Line by Line Accountability

Prime 
Vendor
• 1 Transaction 
call
   at time of 
receipt
   (Average 20 
items)

Credit Card
• 1 Transaction 
   per month
   (Average 80 
items
   on 20 
purchases)

95%

PAST FUTURE

95%
Reduction



DMLSS Partnering with DFAS

Characteristics of a Streamlined Interface
Mr. Hamre’s 3 Goals

•Supply Information
•Detailed Financial 
  Transactions

Medical Logistics 
Systems

•Bill Payor Functions
•Summary Financial
  Transactions
•Accounting

Finance 
Systems

Goal 1:
Reduce Number
of Transactions

Goal 1:
Reduce Number
of Transactions

Goal 2:
Reduce Number of 

Data Elements

Goal 2:
Reduce Number of 

Data Elements

Goal 3:
Develop Common

Format

Goal 3:
Develop Common

Format



STARS-FLSTARS-FL

STANFINSSTANFINS

STARFIARS-MODSTARFIARS-MOD

DMLSS-DFAS Streamlined Interface
A DUSD(L), OUSD(A&T) and DoD COMP - Sponsored Project

GOALS:GOALS:

DMLSS
Medical

Treatment
Facilities

DMLSS
Medical

Treatment
Facilities

DAASC
Routing and 
Translation

DAASC
Routing and 
Translation

DMLSS 
Gentran:
Standard Data 
in
Common 
Format ...

ANSI X.12
Transactions
861 (Receipt)
821 (Obligation)
812 (Cost 
Reallocation)
511 
(Commitment)

...Financial 
Legacy
Systems

UDFs

...become
s...

ED
I System

Required
Transacti

ons

Air ForceAir Force

• Reduce number and complexity of financial transactions passed 
   to DFAS
• Develop common format using standard data using ANSI X.12



DMLSS Reengineering 
Projects

Prime 
Vendor

MHS Customer MHS Warehouse DoD Depot Commercial Vendor

New

OldOldOld

New

ECAT Ordering Through 
DLA Electronic Catalogs

Streamlined
Financial
Interface

NOW:               6 systems  x   40 transactions   x   35 data elements  = 
8400 Variations
PROPOSED:    1 system    x    4 transactions    x  16 data elements   =  
   64 Variations                                               
...  a 98% Drop in Complexity With No Loss of Function!

Universal
Product 
Number

UPN

1 Item = 1 
Number

1 Item = 100 Numbers1 Item = 100 Numbers



Defense Supply Center 
Philadelphia

and ASD Health Affairs:

DLA Electronic Catalog 
(ECAT) - DoD/Service 

Logistics Systems Machine 
to Machine Interface With 

Totally Automated Bill 
Paying



Ordering Through MILS

DLA Supply/
DFAS Wholesale

DFAS Retail Bill
Obligation/
Receipt

Service Logistics System

Requisition

        Status

 Machine to Machine Interface - True Electronic Commerce

Payment



Ordering Through Web Based 
Catalogs



Problem #1:
The “MILS” World With Web Based 
Electronic Catalog/Ordering System

Service Logistics
System

Internet Browser

Electronic Catalog/
Ordering System

•Receive electronic order 
•Send electronic confirmation
•Send summary bill
(All electronic)

 Dual Order Entry - Labor Intensive Manual Process

1
2

3
4

Print order list
Create order

•Sign onto Web
•Key in order and 
  send 
electronically
•Sign off



Service Logistics
System

Internet Browser
5

6
•Print listings of confirmations/
cancellations/price changes

7

•Log onto Service Legacy System
•Confirm due-ins
•Process exceptions (price changes/cancellations)
•Generate obligation transactions

•Sign onto Web
•Receive 
confirmations
•Sign off



Problem #2:

 Significant  Bill Paying Challenge

Web Requisitioning Not Tied to MILSBILLS Transactions



1. A0 extended Req
with ECAT catalog #, 

 item # and price

2. AE1 Supply Status
and AB1 Status with

contract / call #

High Level View 
ECAT Interfaces With Service Logistics 

Legacy Systems

Medical
Logistics
Systems

Medical
Logistics
Systems

Sort Requisitions into
purchase orders and send

to appropriate vendors

DFASDFAS

Becton
Dickenson

Becton
Dickenson

FisherFisher

AbbottAbbott

850  Purchase Order
                         
       855 Acknowledgement

810  Invoice

                      EFTMedical
Electronic

Catalog

Medical
Electronic

Catalog

Interfund Bill to Services by MILS Doc # 

Summary Bill Paying to ECAT vendor

850  Purchase Order
                         
       855 Acknowledgement

810  Invoice

                      EFT

810  Invoice

                      EFT

850  Purchase Order
                         
       855 Acknowledgement

Goal: Totally machine to machine including MILSTRIP bill paying

All on a MILSBILLS document # - same as A0_ document #

Retail

DSCP

Obligation / receipt
based on legacy system

MILS Doc #
(Same as AAC D or H)

DAASC



More Detailed ECAT/Service
 Logistics System Interface

Medical
Logistics
Systems

Medical
Logistics
Systems

Extended A0_ Orders

AE1 / AB1

DAASC
ECAT

Mailbox

DAASC
ECAT

Mailbox

Medical
Electronic

Catalog

Medical
Electronic

Catalog

1. Extended A0A Requisition with
a. ECAT supplier ID
b. ECAT catalog ID
c. ECAT item ID
d. ECAT unit price

2a. Standard AE1 Supply Status

2b. AB1 Status with ECAT
   Contract # / Call #



Supporting Field Units In 
Peace 

and War



DoD/Services 
Communication 

Capability

Marine MedLog Co.

Peacetime and Wartime Support - 
Worldwide

(Same DoD Communications/Logistics 
Systems)

DLA/DAASC Mailboxes
(MILSTRIP ANSI X12 EC/EDI Format)

Air Force MTFs

Navy MTFs & Ships

Army MTFs

Same Logistics 
Automated System

DSCP

Commercial
Vendors



DMLSS Reengineering 
Projects

Prime 
Vendor

MHS Customer MHS Warehouse DoD Depot Commercial Vendor

New

OldOldOld

New

ECAT Ordering Through 
DLA Electronic Catalogs

Streamlined
Financial
Interface

NOW:               6 systems  x   40 transactions   x   35 data elements  = 
8400 Variations
PROPOSED:    1 system    x    4 transactions    x  16 data elements   =  
   64 Variations                                               
...  a 98% Drop in Complexity With No Loss of Function!

Universal
Product 
Number

UPN

1 Item = 1 
Number

1 Item = 100 Numbers1 Item = 100 Numbers



Universal Product Number - 
Key To Reducing $11 Billion 
Per Year In The Health Care 

Supply Chain

UPN



The The 
Problem …  Problem …  

No UPN No UPN 

... A Product ... A Product 
Nightmare!Nightmare!

One for Each 
Medical 

Distributor

1 Item = 
100+ Different Numbers
1 Item = 
100+ Different Numbers



UPN Impact On The Supply Chain
(Peace and War)

Surgeon’s Glove Size 7.5, 50’s

NOW

6515-01-098-5800

J & J P/N 5375          =

With UPN’s
6515-01-098-5800= J & J 

P/N 5375

{ BBMC-Col. #034605375        
=

{ BBMC-Durr #481142
{ O&M #3460005375
{ Pacific Criticare #JJ-5375
{ United Medical 

#UMS0287220
{ Allegiance #JJ5375
{ Midwest Medical #JJP5375
{ Kreisers #SURG5375

{ Dealer “A” 
Reorder #

{ J & J Reorder 
#5375

{ Dealer “B” 
Reorder #

{ Dealer “C” 
Reorder #

H22253753



The Solution!
1 Item = 1 Number

 Manufacturer Picks the Number

 Manufacturer Bar-codes Product

 The Rest of the Industry Uses the One 
Number

Manufacturer Customer

DistributorDistributor

UPN
Group Purchasing

Organization
Group Purchasing

Organization



UPN - Key to Reducing $11 Billion 
Per Year 

in the Health Care Supply Chain

90

80

70

60

50

40

30

20

10

0

Today              With UPN

Product
$60B Product

$60B

Process
$23B Process

$12B

$
Billions

$11B
Cost Reduction

Efficient Healthcare
Consumer Response

(EHCR)

UPN

Supply
ChainC

u
st

o
m

e
r 

O
rd

e
ri

n
g

Contra
ct

in
g

R
eceiving

Storage

H
an

dlin
g

T
ra

n
sp

o
rta

tio
n

B
ill P

ayin
g

Automation



UPN Can Save Medicare $1 Billion 
Per Year

Billing Code
HCFA Product 
Category Codes 
(PCC)

Price RangePrice Range

$500

$2500

Current Situation

Thousands of Items - Same Billing Code

16-949

16-949

=



UPN Can Save Medicare $1 Billion 
Per Year

FutureFuture

01312345678910

Billing Code
Universal 
Product 
Number 
(UPN)

Price RangePrice Range

$500

$2500=

013123456789
99



UPN Key to Electronic Commerce 
and

Medical Readiness - Partnership 
With Medical/Surgical Industry

Contracts 
for Items

Asset
Visibility

UPN/NDC

Bill
Paying

Ordering and
Receiving Products



An Industry-Wide Improvement

DoD Medical
Treatment Facilities

UPN

Emergency Medical Services

Manufacturers

Distributors

Health Industry
Distributors Association Health Industry

Manufacturers Association

Health Industry Business
Communications Council

Hospitals

Home Health Agencies
Extended Care Facilities

Clinical Laboratories

Health Care Providers

Public Health Services

Indian Health Services

Multi-Hospital
Systems

Healthcare EDI Coalition

Insurance/Claims
Agencies

Food and Drug Administration

Software DevelopersGroup Purchasing Organizations

Health Care Finance Administration 
(MEDICARE)

Department of
Veterans Affairs

UPN - AN INDUSTRY INITIATIVE CHAMPIONED BY DODUPN - AN INDUSTRY INITIATIVE CHAMPIONED BY DOD



Briefing Topics

 DMLSS - DoD’s award winning Electronic 
Business / Electronic Commerce (EB/EC) Program

 The successful DoD EB/EC and DMLSS partnership

 DMLSS a great investment in DoD EB/EC funding
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